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|. Introduction

This brief andysis attempts to outline possible environmenta impacts of a free trade agreement
(FTA) between the United States and the Kingdom of Jordan which would have a regiona
scope or scae (i.e. impacting areas outside of the borders of Jordan itself). Unfortunately, due
to tight time congtraints and alack of information concerning the precise detalls to be contained
in aUS-Jordanian free trade agreement, only a generd gpproximation of likely impacts are
presented herein, followed by recommendations for possible mitigation and compensation
measures.

Thisanayss divides the potentid regiond environmenta impacts into two types:
Impacts on Jordanian economic activity which affect either shared resources (e.g.
border regions, shared water sources, etc.) or mobile environmental media (e.g. air

pollution).

Impacts on the structure and/or quantity of regiond trade itself, which could affect the
regiond environment through changes in transportation patterns, additiona congtruction
of roads, cargo fadilities, etc., or changesin industria activity and/or consumption
patterns within the territory of Jordan’s neighbors.

The scope of thisandysisis limited to Jordan and the countries with which it shares a common
border: Irag, Isradl, the Pdestinian Authority, Saudi Arabia, and Syria. Other regiond trade
partners, such as Egypt, with which Jordan has rdatively active economic relations are not
considered here.

Il. Impactsin Jordan with Transboundary Repercussons

[IA. Border Activity

A US-Jordanian FTA would make obsolete the current Qualified Industria Zones (QIZs), such
asthe highly criticized Jordan Gateway QIZ planned to be constructed along the Jordanian-
Israeli border. As such, theoretically an FTA could reduce pressure on this border, both from
congtruction as well as from transportation. Experience of other free trade agreements which
had promised reduced border pressures, notably NAFTA, however, shows that instead of
reducing pressure on borders, economic activity in these areas hasin fact increased, and FTAS



have smply led to overal increases in economic activity and environmenta burdens. Suchiis
likely to be the case with a Jordanian FTA, as 1) Isradi investment is il likely to continue to be
channdled into Jordan to take advantage of lower [abor costs (roughly 1/10th that of 1sragli
labor for manufacturing (1994)), and 2) the lack of a Mediterranean port for Jordan, and thus,
the potentiad advantage of using Isragli and/or Palestinian ports. Such cooperation, of course,
depends on such factors as details regarding rules of origin inthe FTA, aswell as on the sate of
|sradli-Jordanian-Paetinian trade, which currently suffers from serious non-tariff barriers,
primarily those related to entering goodsinto Isragl. Currently thereislittle or no legd
requirements for environmenta impact assessment of indudtrid activities in Jordan, asthe
necessary by-laws have never been ratified.

Regarding other Jordanian borders, there is a possibility that with a US-Jordanian FTA, Jordan
could become aregiond trade hub, especidly as concerns Syriaand Irag. Indeed, such a
scenario is hoped for by Jordanian officids. While the impact of a US-Jordanian agreement
itself would probably be insufficient to bring about such aresult in and of itsdlf, together with
Jordan’s recent accession to the World Trade Organisation (WTO), its recent initialing of an
association agreement with the European Union, other internal economic reforms, and a
renewed initiative to build economic ties with its neighbors, such a scenario needsto be
consdered. Jordan has recently begun to strengthen economic relations with Syria, including
edtablishing joint indudtria free trade zones. In terms of the environmental impact, increased
economic activity along borders means increased emissions into air and water sources, as well
as impacts on open spaces and the natural habitats.

[I1B. Impact on Transboundary Environmental Media

The overdl effect of an FTA on the structure of Jordanian industry iswell beyond the scope of
thisandys's, however, such an issue needs to be addressed herein, a least minimaly, asit may
have regiond, aswell aslocd environmenta impacts. While the amount of US-Jordanian trade
is consdered relatively modest, the US aready represents roughly 10% of Jordan’stotd trade,
and is thus an important factor in the Kingdom’s economy. Moreover, many of the sectors
listed as being among the best prospects for US trade and investment in Jordan are considered
highly polluting, eg. vehidles, arcraft, machinery, metds, and minerds. At least amodest
increase in trade can be assumed to follow from an FTA. The amount of US foreign capita in
Jordan increased substantidly in 1998, for ingtance, possbly as aresult of theinitiding of a
bilatera investment agreement in 1997. Given these facts, it is advisable to take a precautionary
approach to the potentia effect of atrade agreement.

In terms of technologies used, dragtic changes are unlikely, as Jordan dready had limited
customs duties on capita equipment for indudtry. Likely impactsinclude arisein ar pollution
resulting from increased transportation, as vehicles become cheaper, and from increased
incineration of waste, as generd levels of consumption of consumable goodsincrease. Activities
such as these, epecially increased air traffic, and transport pollution in the Jordan Valley could



have aregiona scope. In addition, increased marine transport through the Agaba port islikely
to have a negative impact on the fragile marine eco-system of the northern Red Sea, home to
the world’s northern-most cord reefs, as well as threatened populations of seaturtles, dolphins
and other saalife. Findly, changes in consumption habits, either in Jordan or its neighbors,
resulting from chegper durable goods such as household appliances, may dso lead to minor
increases in water and dectricity consumption. (It should be noted, however, that dthough
increases may be smdl in absolute terms, given the current stress on water, any additiond
burdens on supplies may be sgnificant.)

1l Impactson Regional Trade

A US-Jordanian FTA will most likely lead to increasesin regiond trade, as mentioned above,
By definition, this means increased trangportation, and thus air pollution. In addition to the
increase in ar pallution, there is aquestion of the transport of potentidly hazardous materids, as
well as an increased risk in transport accidents. Such impacts are by no means limited to
border aress.

The increased trangportation may aso mean aneed for increased road congtruction, meaning
additiona burdens on open areas. According to independent economic anayses undertaken
elsawhere, road systems serving Iragi Saudi and Syrian trade are currently adequate and will
not need expangon in the near future. The areathen, which may witness additional road
congruction isthe Jordan Valey. Already, asaresult of the planned establishment of the
Jordan Gateway QIZ, an additiona private bridge and road network works are planned.

Thereis dways a danger that an FTA between an industria country such asthe USand a
developing country, such as Jordan, could lead to the latter becoming a dumping ground for
obsolete technologies from the former. Thisworry is magnified should Jordan indeed become a
hub for regiond trade (at least with Syriaand Iraq), in which case, the FTA could facilitate the
spread of old technologies throughout the region. Specific clauses within an FTA and/or a
reformulated US-Jordanian investment agreement should be drafted to preclude such a
scenario.

IV Recommendations

In an effort to mitigate some of the potentia risks to the environment of the proposed US-
Jordanian FTA, aswell as compensate for inevitable environmenta impacts, the following
measures are recommended:

Continued study of the environmenta impacts of Jordanian-US economic relaions
would be necessary for amore accurate estimation of impacts. There will dways
remain an amount of uncertainty, however, and S0 it is recommended to establish a



system to monitor and report levels, content, and environmenta impacts of both US-
Jordanian trade as well as trade between Jordan and its neighbors. In addition, any
FTA should include specific lanaguage mandating periodic review of environmentd
impects of the FTA, and dlowing for dteration of the agreement, should negative
correlations be found. Such a clause within the bilateral investment agreement could
aso be formulated.

In order that the FTA not lead to alowering of environmental standards, specific
clauses should be drafted which specify that the FTA should not be seen aslimiting
ether country”sright to initiate or maintain regulation for purposes of protection of the
environment, health or safety (such a clause could be extended to explicity recognize a
protected satus for multilateral environmenta agreements aswell). Explicit mention of
respect for the "Precautionary Principle” should adso be made.

In addition, in order to promote environmentaly desirable trade, specific clauses within
the FTA should alow for preferentia treatment of specific types of goods
(environmentally certified, organic agricultura production, etc.). A bilaterd or regiond
working group can work out criteria for which goods or production methods would be
included.

To avoid atechnology dumping ground Situation in the region, the US-Jordanian
investment agreement and the FTA should specificaly oblige mgor US trade and
investment in Jordan to utilize best-available technologies. Criteriafor deciding what
types of trade and investment would be subject to this requirement, as well as what
congtitutes BAT could be decided by ajoint US-Jordanian economic forum, to which
governmentd, private sector and environmenta specidists should be party.

Given the regiona impacts, aregiona forum to list and review trade in hazardous goods,
including domegticaly prohibited goods could be convened. This forum would be
responsible for asystem of prior-consent on trade in al such goods. 1n addition, goods
prohibited in one of the two countries should be specificdly prohibited under the US-
Jordanian FTA. All such information on trade in hazardous goods, including quantities,
sources, and trade routes should be made available to the public at request.

Environmental impact assessments (EIAS) should be mandatory for dl mgor investment
and trade between the US and Jordan. As Jordan’s current legd and regulatory system
isinsufficient to monitor follow up of EIAS, specific capacity building effortsin these
sphereswould be in order.

Specific capacity building measures could help compensate for some of the adverse
effects of an FTA. Experience from Jordan’s participation in the Euro-Med Partnership
shows that, dueto its high foreign debt ratio (currently on par with its annua GNP even



after recent rescheduling), Jordan is unwilling to take on additiond financid repayment
burdens, even if offered at better than commercial rates. Thus, most capacity
development would have to be supported by targeted grants or other types of direct
ad.

Two possible forums exist for addressing regiond environmenta impacts: 1) the regiond
environmenta working group within the multilateral peace negotiations, or 2) the
"Regiond Environmenta Hub" within the US Embassy in Jordan. An expanded role for
either could be appropriate for addressing cooperation on regiona issues resulting from
trade development, however, the latter benefits from not being tied to the vacillations of
the peace negatiations and larger political issues. Specific areas which could be
developed include:

Agreement on common rules for conducting EIAs for economic activitieswith
transboundary impacts and/or along border aress;

Review of environmentally detrimental trade or trade support (e.g. specific subsidies,
NTBs, etc.);

Support for specific infrastructure projects;

Support for regiona cooperation on environmentaly desirable trade, e.g. organic
agriculture, certified goods, €tc.;

Support for access to environmenta technol ogies/certification for small and medium
szed enterprisesin Jordan, which congtitute over 90% of dl businesses, and are largely
unable to afford initid outlays for such technologies. This could be done on either a
national or regiond basis, with Jordan as the regiona hub.

Development of public mechanismsto enable citizens to notify of and even seek redress
for environmenta damage, indluding that resulting from actions occurring in neighboring
countries.



